UNI TED STATES DI STRI CT COURT
SOQUTHERN DI STRI CT OF NEW YORK

EARTHVEB, | NC., ' 99 Giv. 10035 (WHP)
Pl aintiff, '
MEMORANDUM AND ORDER
- agai nst -
MARK SCHLACK,
Def endant .
T ¢
WLLIAM H. PAULEY 111, District Judge:

This diversity action involves clains of breach of
contract and m sappropriation of trade secrets in the fluid and
ever-expanding world of the Internet. Plaintiff EarthWb, Inc.
(AEar t hWeb(@) noves for prelimnary injunctive relief enjoining
def endant Mark Schl ack (ASchl ack@), a former EarthWb vice
presi dent responsible for Acontent@ on the conpany:s websites,
from (1) commencing enploynent with International Data G oup
Inc. (AID&), and (2) disclosing or revealing EarthWb:=s trade
secrets to IDG or any third parties. For the reasons discussed

bel ow, the notion is denied.?

! The parties have al so noved separately for an order

sealing certain portions of the record on this notion. These
applications are addressed in Section E of this nmenorandum and
order.



Procedural Hi story

Earthweb filed this action on Septenber 27, 1999. The
next day, EarthWeb filed an order to show cause and tenporary
restraining order seeking, inter alia, to enjoin Schlack from
commenci ng enploynment with I DG and from di scl osi ng Eart hWb:-s
trade secrets. After hearing argunent fromboth parties, this
Court entered a tenporary restraining order granting that
temporary relief.? At that tinme, EarthWb offered to continue to
pay Schl ack his regular salary and benefits during the pendency
of the tenporary restraining order, and the Court incorporated
that condition in its order. The Court also established an
expedited briefing schedule and a return date of October 7, 1999
for EarthWb=s application for prelimnary injunctive relief.

Over the next nine days, the parties conducted two
depositions and submtted a significant volune of discovery
material in connection with EarthWb:=s notion. At defendant:s
request and upon consent of the parties, the Court adjourned the

nmotion return date to Cctober 12, 1999. The parties appeared on

2 A third branch of EarthWb:s tenporary restraining

order would have directed Schlack to Areturn to [ EarthWb] al
trade secret docunents and confidential and proprietary
mat eri als, whether originals or copies or in electronic data
form in his possession, custody [or] control . . . .0 However,
Eart hWeb conceded in open court on Septenber 28, 1999 that it had
no evi dence suggesting that Schlack had taken such materials.
Accordingly, that |anguage was stricken fromthe tenporary
restraining order.



that date and engaged in lengthy oral argunment. At the
concl usion of that argunent, the Court extended its tenporary
restraining order pending a determ nation of this notion.

Fi ndi ngs of Fact and
Concl usi ons of Law

A Backgr ound

Eart hweb, which was founded in 1994, provides online
products and services to business professionals in the
i nformation technol ogy (AIT@) industry. (Gollan Aff. & 3; Conpl.
&& 5, 6) I T professionals are individuals who manage and run
conput er systens, devel op software and performrel ated tasks for
t he conpanies that enploy them (Schlack Aff. & 1) EarthWb
enpl oys approximately 230 individuals in offices |ocated in New
York City and around the country. (Gollan Aff. & 3; Conpl. & 5)
Its stock is publicly traded. (Gollan Aff., Ex. A)

Eart hweb operates through a famly of websites offering
| T professionals information, products and services to use for
facilitating tasks and solving technol ogy problens in a business
setting. (CGollan Aff. & 3) Sone of EarthWhb:s websites are free
to the user, while others require a subscription fee. EarthWb:s
websites contain, inter alia, (1) articles on subjects tailored
to I T professionals that discuss and exam ne the inplenentation
of technology in the corporate environnent; (2) lists of

articles, training materials, periodicals, books and downl oads



organi zed and i ndexed by subject matter; (3) conpilations and
aggregations of technical news; (4) a reference library of full-
text versions of technical books; and (5) an online forum of
di scussion groups. (CGollan Aff. & 4)

Eart hweb obtains this content primarily through
licensing agreenents with third parties. (CGollan Aff. & 9;
Schlack Aff. & 6) Advertising is EarthWb:=s primary source of
revenue. | n 1998, the conpany generated approximately $3.3
mllion in revenue. (Gollan Aff. & 4)

Schl ack has worked in the publishing industry for the
past 16 years. (Schlack Aff. & 1) Prior to joining EarthWb,
Schl ack had been enpl oyed as senior editor and/or editor-in-chief

of several print nmagazi nes, such as BYTE and Wb Bui l der.

(Gollan Aff. & 5; Schlack Aff. & 3)

Schl ack began his enploynment with EarthWeb in its New
York City office on Cctober 19, 1998, and he remained with the
conpany until his resignation on Septenber 22, 1999. Hs title
at EarthWeb was Vice President, Wrldw de Content, and as the
name suggests, Schlack was responsible for the content of all of
Eart hWeb-s websites. (Collan Aff. && 5, 6) Thus, as described
in greater detail below, Schlack had overall editorial
responsibility for what appeared on the websites.

Schl ack permanently resides in Massachusetts. During

his twelve-nonth tenure with Eart hWweb, Schl ack resided in a New



York City hotel approximately two or three days per week at

Eart hWeb=s expense. (CGollan Aff. & 6) Schlack was one of ten
vice presidents at EarthWb. He served bel ow two senior vice
presi dents, an executive vice president, and the chief executive
officer. (Schlack Aff. & 10)

On Septenber 22, 1999, Schlack tendered to EarthWb
senior vice president WlliamF. Gollan his letter of
resignation. Upon inquiry by Gollan, Schlack reveal ed that he
had accepted a position with I Tworld.com a subsidiary of |DG
According to Earthwb, IDGis the world=s | eading provider of IT
print-based information. (Schlack Aff. & 9; Gollan Aff. & 22)
The conpany generates over $1 billion in annual revenues and
publ i shes nmore than 280 nonthly periodicals. (Reinstein Aff.

& 9; CGollan Aff. & 22) The position IDG offered Schlack is
based i n Massachusetts and woul d provi de hima significant
i ncrease in conpensation.

B. Schl ack=s Enpl oynent
w th EarthWb

Eart hweb descri bes Schl ack as one of its nost inportant
of ficers, while Schlack clainms that Eart hWb has inflated the
nature of his duties and responsibilities. Schlack al so argues
that the position waiting for himat IDGis so different that he
woul d have no occasion to divulge any trade secrets belonging to

Eart hWeb. From those respective viewpoints, the parties have



i nundated the record with material concerning the extent to which
Schl ack had access to trade secrets and proprietary information.
In particular, EarthWb has produced copies of over 1,100
docunents, a |arge percentage of which are intra-conpany e-nmails,
in order to show that Schl ack reviewed and/or created this
sensitive information. The trade secrets and other confidential
information that EarthWb clains are likely to be used and
di scl osed by Schlack to their detrinment may be grouped into four
broad categories: (1) strategic content planning; (2) licensing
agreenents and acquisitions; (3) advertising; and (4) technical

know edge. (Pl.=s Mem at 11) Each category is addressed bel ow.

Strategi c Content Pl anning

Eart hWeb cl ai nms that Schl ack:s primry job
responsi bilities involved nmaking all significant strategic
decisions relating to content. The conpany al so asserts that
Schl ack either authored or supervised the creation of the content
pl ans for a nunber of EarthWb websites | aunched within the | ast
year. (CGollan Reply Aff. & 5) Thus, Schlack was involved in
deci di ng what content EarthWb |icensed and how t hat content
woul d be structured on its websites in order to reach specific
types of IT professionals. Schlack was al so involved in
determ ni ng whether the users of a particular EarthWb website
shoul d pay for access to the site, and if so, what the

appropriate price should be. (CGollan Aff. & 9) As a result,



Schl ack knows the specific target audience for each website, how
Eart hWeb aggregated content on those websites to reach the
target ed audi ence, and how Eart hWeb may intend to i nprove the
content and delivery of particular websites. (Gollan Reply Aff.
& 6)

Schl ack does not dispute the extent of his editorial
i nvol venment with EarthWb=s websites. Instead, he clains that he
had virtually no interaction with senior managenent and therefore
knows little about EarthWb:s overall business goals. (Schlack
Aff. & 16) He also contends that whatever he knows about
Eart hWeb=s strategic planning is likely to becone obsol ete rather
qui ckly because the conpany:s websites are constantly changi ng.
(Schlack Aff. & 18)

Li censi ng Agreenments and
Acqui si tions

During his enploynment, Schlack was involved in
negotiating at |least two |licensing agreenents with third parties,
and he was generally aware of the terns and conditions of other
such agreenents. (CGollan Aff. & 9; Schlack Aff. & 23) Schl ack
al so knows of conpani es whose content EarthWb is interested in
licensing. As vice president for content, Schlack often played
a key role in determ ning whether particular content should be
licensed, and if so, what the terns of the deal would be.

(Gollan Reply Aff. & 12) Wth respect to acquisitions, Schlack



anal yzed and eval uat ed websites and conpani es that EarthWb | ater
acqui red. Schlack al so knows of at |east four conpanies that

Eart hweb continues to view as desirable acquisitions. (CGollan
Reply Aff. & 9)

Schl ack contends, and Eart hWeb does not dispute, that
the terns of EarthWb:s |icensing agreenents are frequently
reveal ed by licensors as they continue to search for better
deals. (Schlack Aff. & 22) Schlack disputes the nunber of
acqui sitions in which he was actually involved, and clains that
t he mechanics of the deals were handl ed by a separate depart nment
at EarthWb. (Schlack Aff. & 20-21) Schlack al so suggests that
he anal yzed prospective acquisitions sinply by |ooking at their
websites (Schlack Aff. & 21), but the record indicates that his
research al so included neetings with high-level nmanagers of those
conpanies. (CGollan Reply Aff. & 9; Dep/ Schl ack/31-33, 106)

It should be noted that EarthWb does not allege that
Schl ack has retained copies of any licensing agreenents or other
sensitive docunents concerning |icensors. Schlack maintains that
he does not renenber the details of the |icensing agreenents
whi ch he worked on or approved. (Schlack Aff. & 23) Simlarly,
Schlack clainms that he is unaware of the terns of any proposed or
pendi ng acquisitions. As the person ultimately responsible for
deci di ng what content woul d be posted on Eart hWb:s websites,

Schl ack asserts that his role was |limted to evaluating the



content to be licensed or acquired and determ ning whet her a deal

shoul d be pursued. (CGollan Reply Aff. & 13)

Adverti sing

Schl ack was al so invol ved, albeit less directly, with
Eart hWeb-s marketing and sales efforts. Schlack describes his
role as Aexplain[ing] EarthWb:s editorial focus and how [it]

m ght relate to the advertiser:zs custoner.@ (Schlack Aff. & 12)

On occasion, Schlack joined nenbers of EarthWb:=s sal es and

mar ket i ng departnents on busi ness devel opnent calls in order to
solicit advertising and sponsorshi ps on the conpany:s websites.
(Gollan Aff. & 11) According to EarthWb, Schlack:s efforts in
this area would have allowed himto gain sone insights into the
speci fic audi ences that EarthWb:=s advertisers were seeking to
target. (CGollan Aff. & 11) Schlack was also involved in the
creation of custom publishing websites for EarthWb:-s
advertisers. (CGollan Reply Aff. & 22)

However, Schlack=s main function with respect to
advertising appears to have been one of internal coordination.
Schl ack, as vice president of content, nmet regularly with senior
managers for the sales and marketing departnents so that each
departnment could make certain that it was coordinating its
efforts with the others. (Gollan Reply Aff. & 20; Schlack Aff.

& 12) Schl ack received sal es and marketing updates at those

9



nmeeti ngs and was consulted with respect to a nunber of particular
products and initiatives. (CGollan Reply Aff. & 21) Here again,
however, it should be noted that EarthWhb does not accuse Schl ack
of absconding with a list of advertisers or other confidential
advertising information. EarthWb:=s custonmer |ist was naintained
in a special database which Schlack could not access. (Schlack

AFf. & 12)

Techni cal Know edge

Schl ack=s job responsibilities required himto be
famliar wwth the software and hardware infrastructure that
supports EarthWb:s websites. Thus, Schlack has genera
know edge of how Eart hWeb custom zed and depl oyed the products
of outside vendors and consultants in order to fit EarthWb:s
progranmm ng needs. Schl ack al so gai ned an understandi ng of the
techni cal problenms that EarthWb successfully tackled in order to
make its websites operate efficiently. (CGollan Aff. & 12)

However, Schlack had no access to EarthWb=s source
codes or configuration files, so his know edge of EarthWb:s
proprietary software and infrastructure is necessarily limted.
In addition, EarthWeb plans to revanp its software infrastructure
in the near future, so any know edge Schl ack has nay soon becone
obsolete. (Schlack Aff. & 14; CGollan Aff. & 19)

Eart hWeb=s mai n concern is Schl ack:s awareness of the

trial and error process that EarthWb undertook in inplenenting
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t he products and services of outside consultants. (Gollan Reply
Aff. & 17) Arnmed with this know edge, EarthWb contends that

Schl ack woul d be able to solve simlar technical problens if they
arose at | Tworld.com and thereby avoid the m stakes that EarthWb
made in the past. (Gollan Reply Aff. & 19) EarthWb clains

t hat such information constitutes a trade secret.

In summary, Schlack was primarily responsible for
determ ni ng what content EarthWb |icensed or acquired for its
websites. In that capacity, Schlack was privy to information
concerning a wide range of matters. Schlack often worked
col l aboratively with other departnent heads and enpl oyees on
technol ogy issues, marketing and advertising. (Gollan Aff. & 7)

Wil e such matters may have been handl ed principally by other
departnents, Schl ack:=s deci si ons concerning content directly

i npacted these aspects of EarthWhb:=s business, and thus it is not
surprising that Schl ack=s input and anal ysis woul d have been
essenti al .

Nevert hel ess, Schlack had no access to EarthWb:-s
advertiser list, source codes or configuration files. (Schlack
Aff. && 12, 14) Nor did Schlack have direct contact with
Eart hWeb=s hi ghest executive officers. (Schlack Aff. & 16) He
was not involved in devel opi ng or planning EarthWb:s over al
busi ness strategi es and goals, and he had no access to conpany-

wi de financial reports or information. Thus, while the central
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nature of Schl ackss position necessarily offered hima broad
prospective over EarthWhb:=s day-to-day operations, in many

i nportant respects his access to highly confidential information
was |imted.

C. Schl ack=s Prospective
Position with | Tworl d. com

At the nmonment, | Tworld.com does not exist; the website
is scheduled to be |launched in January 2000. (Reinstein Aff.
& 3) According to its president and CEO WII|iam Rei nstein,
| Tworld.comwi || consolidate four online publications of |IDG --

Conputerworld, Network World, Infowrld and C1O -- and three

addi ti onal whol |l y-owned websites. When operational, |Tworld.com
will be a single website for IT professionals that contains news,
product information and editorial opinions witten primrily by

an internal staff of nore than 275 journalists. (Reinstein Aff.

&& 11, 12)

Thus, in contrast to EarthWb:s enphasis on obtaining
the products and services of third parties through acquisitions
and licensing agreenents and then nmaki ng those materials readily
accessible on its websites, ITworld.comw Il rely on original
content for over 70% of its websitess material. Content such as
product reviews and technical research wll be created in-house
by | Tworld.coms staff. (Reinstein Aff. & 20)

Schl ack contends that | Tworld.comwi |l al so be

12



di stingui shable from EarthWb in the type of audience it targets.
Wil e both EarthWweb and | Tworl d.com are intended to appeal to IT
prof essional s, Schlack argues that the products and services

of fered by EarthWb are ained at prograners and technicians,
while I Tworld.comw Il focus on upper |evel executives, such as

t echnol ogy nmanagers and chief information officers. (Reinstein
Aff. & 28-29) EarthWb disputes this assertion, and clains that
it offers Aa wi de range of technol ogy-related content§ tail ored

to, inter alia, |IT managers and chief information officers.

(Gollan Aff. & 3) EarthWb also clains that it is presently
pursui ng an acqui sition that would expand its ability to reach
this select audience. (CGollan Reply Aff. & 26) At the nonent,
however, EarthWb:=s famly of websites appears to offer a richer
nor ai ne of technical information while Conputerworld.com

concentrates on I T news in a magazi ne format.?3

3 Computerworl d.comis expressly marketed as a Adaily

resourcef for IT Leaders Ato interact with their peers and to
keep abreast of the issues, trends and specific technol ogies that
affect their jobs every day. The site conplenents the print
edition of Conputerworld with a continuous feed of technol ogy
news and analysis, as well as research and other services not
avai |l abl e anywhere el se. @ (http://ww. conput erworl d.coninc/
about . htnl)

13



G ven the dynamics of the Internet, such conparisons
may be epheneral. This underscores the difficulty in assessing
the characteristics of |ITworld.com an enbryonic business entity
that will conpete in a nascent industry which is evol ving and
re-inventing itself with breathtaking speed. Apart fromthe
Reinstein affidavit, the only other description of what
| Tworld.comwi ||l ultimately do is contained in an undated
menor andum subm tted by defendant titled AQur M ssion and the
Qpportunity.@ This four-page prol egonenon essentially extols the
website:s architecture, content and nmarketing strategy. Wile
Eart hweb has di ssected the docunent in an effort to identify
potential simlarities between EarthWb and | Tworld.com the
Court finds that exercise unpersuasive. The Am ssion@ nmenorandum
provides a visionary outline of what | Tworld.com may eventual |y
be, but fails to offer any neani ngful description that transforns

the idea into a perceptible reality.

D. The Enpl oynent Agreenent

On Cctober 13, 1998, EarthWb and Schl ack executed an
AEnmpl oynent Agreenent@ nmenorializing certain terns and conditions
of Schl ack=s enpl oynent. (Akerman Cert. Ex. B) The five-page
agreenent contains fourteen enunerated sections. Section one
provi des that Schl ack=s enploynent is Aat-will.@ Section two
addresses Schl ack=s conpensati on package and i ncorporates by

reference an attached Aoffer letter.@ The letter, dated

14



Sept enber 30, 1998, provides for an annual salary of $125, 000,
an annual perfornmance-based bonus of $20, 000, and the purchase
of stock options. Section three provides a sweeping and

encycl opedi c definition of the termAi nventionsf, which is

i ncorporated by reference in the follow ng provision concerning

non-di scl osure of Aproprietary information.(*

4 Section three defines Alnventions(@ as Aall i deas,

potential marketing and sal es relationships, inventions,
copyri ght abl e expressi on, research, plans for products or

servi ces, business devel opnent strategies, marketing plans,
conputer software (including, wthout limtation, source code),
conputer program original works of authorship, characters, know
how, trade secrets, information, data, devel opnents, discoveries,
i nprovenents, nodifications, technol ogy, algorithns and designs,
whet her or not subject to patent or copyright protection, nade,
concei ved, expressed, devel oped, or actually or constructively
reduced to practice by [Schlack] solely or jointly with others
during the terns of [Schlack:s] enploynment with EarthWb, which
refer to, are suggested by, or result fromany work which

[ Schl ack] may do during his[ ] enploynment, or from any

i nformati on obtained from EarthWb or any affiliate of EarthWb,
such that said information is obtained in the perfornmance of
duties related to enploynent at EarthWeb.@ (Akerman Cert. Ex. B)
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Specifically, section four of the agreenent, titled
AProprietary Information@, provides in relevant part:

(a) [Schlack] will not disclose or use, at
any tinme either during or after the term
of enpl oynent, except at the request of
Eart hWeb or an affiliate of EarthWb,
any Confidential Information (as herein
defined). AConfidential Information
shall nmean all proprietary information,
techni cal data, trade secrets, and know
how, including, without Iimtation,
research, product plans, custoner lists,
mar kets, software, devel opnents,

i nventions, discoveries, processes,
formul as, algorithns, technol ogy,

desi gns, draw ngs, narketing and ot her
pl ans, busi ness strategies and financi al
data and i nformation, including but not
limted to I nventions, whether or not
mar ked as AConfidential.@ AConfidential

I nformation@ shall also nean information
recei ved by EarthWeb from custoners of
Eart hWeb or other third parties subject
to a duty to keep confidential.

(Ackerman Cert. Ex. B)

Section five of the enploynent agreenent is titled
ALim ted Agreenent Not To Conpete.f§ That section provides in
rel evant part:

(c) For a period of twelve (12) nonths after
the term nation of Schlack:s enpl oynent
with Eart hWb, Schlack shall not,
directly or indirectly:

(1) work as an enpl oyee, enpl oyer,
consul tant, agent, principal, partner,
manager, officer, director, or in any
ot her individual or representative
capacity for any person or entity that
directly conpetes with Eart hWb. For
t he purpose of this section, the term
Adirectly conpetingi is defined as a

16



person or entity or division on an
entity that is

(1) an on-line service for

| nf ormati on Prof essionals whose
primary business is to provide

I nformati on Technol ogy Professionals
with a directory of third party

t echnol ogy, software, and/or

devel oper resources; and/or an
online reference library, and or

(1i) an on-line store, the primry
pur pose of which is to sell or
distribute third party software or
products used for Internet site or
sof tware devel opment|[. ]

(Ackerman Cert. Ex. B)

E. The Parti es: Contentions

Eart hweb argues that under the Anon-conpetef@l provision
of the enpl oynent agreenent, Schlack should be enjoined from
comrenci ng enpl oynent with | Tworl d. com because that conpany w ||
Adirectly conpetel with Eart hWeb, and because enforcenent of the
agreenent i s necessary to prevent the disclosure of EarthWb:s
trade secrets. (Pl.:s Mem at 9-10). EarthWhb al so contends
t hat Schl ackss services to EarthWb are uni que and extraordi nary,
t hereby providing a further basis for enforcenment of the non-
conpete provision. EarthWb further asserts that under section
four of the enploynent agreenent barring the disclosure or use
of Aproprietary information@, prelimnary injunctive relief is
necessary because Schlack w Il inevitably disclose EarthWb:s

trade secrets during the course of his enploynent at | Tworld.com
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Eart hWeb cl ains that since disclosure of trade secrets would be
i nevi tabl e, Schlack nmay be enjoined fromworking for | Tworld.com
under this provision. (Akerman Reply Aff. & 6) Finally,

Eart hWeb suggests that the doctrine of Ainevitable disclosuref
provi des an i ndependent basis upon which Schlack should be
enj oi ned.

In contrast, Schlack argues that by its terns, the
Alimted@ non-conpete provision to which he agreed does not apply
to his enploynent with | Tworl d. com because that conpany:s Apri mary
busi ness@ will not involve offering Aa directory of third party
technol ogy, @ an Aonline reference library@ or an Aonline store.(
(Agreenment, Sec. 5(c), Ackerman Cert. Ex. B) Schlack al so denies
havi ng know edge of any trade secrets belonging to EarthWb and
he di sputes Eart hWb:s characterization of his services as uni que
and extraordinary. Finally, Schlack contends that any trade
secrets of EarthWb that he m ght renmenber woul d be of no val ue
to | Tworld.com and hence woul d not be disclosed or used by him
because the two conpanies wll be fundanentally different in the
way they acquire and publish content.

As nentioned above, supra, n.2, this case does not

i nvol ve the actual m sappropriation or theft of trade secrets.
VWhen EarthWeb first appeared before this Court on Septenber 28,
1999, it conceded that it had no evidence that Schlack had copied

or otherw se absconded with docunents all egedly containing trade
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secrets of EarthWeb. During oral argunent on October 12, 1999,
havi ng had the opportunity to depose Schl ack and to conduct
further investigation into the matter, EarthWb acknow edged t hat
it had no evidence of any w ongdoi ng by Schl ack apart from his

al | eged breach of the enploynent agreenent. (Tr. 12)

Di scussi on

A The Prelimnary |Injunction
St andard

Prelimnary injunctive relief is Aan extraordi nary and
drastic renedy which should not be routinely granted.® Medi cal

Society of the State of New York v. Toia, 560 F.2d 535, 538 (2d

Cir. 1977); see also Conputer Associates Intern., Inc. v. Bryan,

784 F. Supp. 982, 986 (E.D.N. Y. 1992). Accordingly, the novant
has the burden of establishing the follow ng el ements: A(1)
irreparable harmor injury, and (2) either (a) a |ikelihood of
success on the nerits or (b) sufficiently serious questions going
to the nerits to nake thema fair ground for litigation and a

bal ance of hardships tipping decidedly in favor of the novant."

Conmput er Assocs., 784 F.Supp at 986 (quoting Jackson Dairy, Inc.

v. HP. Hood & Sons, Inc., 596 F.2d 70, 72 (2d Cr. 1979)).

A denonstration of irreparable harmis the Asingle nost
i nportant prerequisite for the issuance of a prelimnary

injunction.@ Bell & Howell v. Masel Supply Co., 719 F.2d 42, 45

(2d Cir. 1983). The nere possibility of harmis not sufficient:
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t he harm nust be imm nent and the novant nust show it is likely
to suffer irreparable harmif equitable relief is denied. See

JSG Trading Corp. v. Tray-Wap, Inc., 917 F.2d 75, 79 (2d Cr

1990); Conputer Assocs., 784 F.Supp at 986. |If irreparable harm

is renote, speculative, or a nmere possibility, the notion nust be

denied. See Borey v. National Union Fire Ins. Co., 934 F. 2d 30,

34 (2d Cir. 1991); Reuters Ltd. v. United Press Intern., Inc.,

903 F.2d 904, 907 (2d Gir. 1990).

B. | nevitabl e D sclosure of Trade Secrets
As Irreparable Harm

In this circuit, irreparable harmmy be presuned if a
trade secret has been m sappropriated. A trade secret, once
lost, is lost forever; its |oss cannot be neasured in noney

damages. See North Atlantic Instrunents, Inc. v. Haber, 188 F. 3d

38, 49 (2d Gr. 1999) (quoting FMC Corp. v. Taiwan Tainan G ant

| ndus. Co., 730 F.2d 61, 63 (2d Cr. 1984)).

It is also possible to establish irreparable harm based
on the inevitable disclosure of trade secrets, particularly where
t he novant conpetes directly with the prospective enpl oyer and
the transi ent enpl oyee possesses highly confidential or technical
know edge concerni ng manufacturing processes, nmarketing
strategies, or the like. Such a risk was present in Pepsico,

Inc. v. Rednond, 54 F.3d 1262 (7th Gr. 1995), where the Seventh

Crcuit anal ogi zed the former enployer:=s predicanent to that of Aa
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coach, one of whose players has left, playbook in hand, to join
t he opposing team before the big gane.@ Pepsico, 54 F.3d at

1270. Simlarly, in Lunmex, Inc. v. H ghsmth, 919 F. Supp. 624

(E.D.N. Y. 1996), the district court found a risk of inevitable
di scl osure based on, inter alia, the enployees access to highly
sensitive information concerning manufacturing costs, pricing
structure and new products, plus the fact that the industry in
question was a MAcopy cat: or cloning industry.@ Lunmex, 919

F. Supp. at 629. See also International Paper Conpany v. Suwyn,

966 F. Supp. 246, 258-59 (S.D.N Y. 1997); Business Intelligence

Services, Inc. v. Hudson, 580 F.Supp. 1068, 1072 (S.D.N. Y. 1984);

Continental Goup, Inc. v. Kinsley, 422 F. Supp. 838, 844-45

(D. Conn. 1976); Doubledick, Inc. v. Henderson, 1997 W. 731413,

*5 (Sup. C. NY. Co. 1997); accord Del phine Software Intern. v.

El ectronic Arts, Inc., 1999 W. 627413, *3 (S.D.N. Y. Aug. 18,

1999) (99 Civ. 4454 (AGS)) (At is true that the case | aw suggests
that a person in possession of trade secrets, when working on a
simlar project, may > nevitably disclose: the proprietary
i nformati on and techni ques of which he is in possession.f().

The inevitable disclosure doctrine is not new. For

exanpl e, in Eastnman Kodak Co. v. Powers Film Products, 189 A D.

556, 179 N.Y.S. 325 (4th Depst 1919), the court enforced a non-
conpet e covenant where the departing enpl oyee possessed

i nformati on about Eastman Kodak:s secret fil m manufacturing
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processes and formulas that he would have inevitably used in
performng his new job duties for a conpetitor. However, nore
recent cases are notabl e because they have enjoi ned enpl oyees
fromworking for conpetitors in the absence of an express non-
conpet e agreenent.

Pepsico is a |leading exanple. |In that case the
enpl oyee, Rednond, signed a confidentiality agreenent at the
outset of his enploynent, but he did not sign a non-conpete
agreenent. Rednond worked within the highly conpetitive sports-
drink industry, and he eventually becane a general manager for a
busi ness unit that had annual revenues of over $500 mllion per
year and accounted for twenty percent of Pepsicoss profit for al

of the United States. See Pepsico, 54 F.3d at 1264. Rednond:s

position made himprivy to information such as Pepsico=ss nationa
and regional marketing strategies for the upcomng year. 1d. at
1265-66. He was recruited for a simlar, high level position
with Quaker Qats, a direct conpetitor of Pepsico in the sports
drink industry. Under these circunstances, the court effectively
converted Rednond:s confidentiality agreenent into a non-conpete

agreenent by enjoining himfromworking for a direct conpetitor
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of Pepsico for a sixth nonth period.®

Doubledick is also instructive. The defendants in

Doubl e ick were two seni or executives for an | nternet

advertising conpany who were caught m sappropriating trade
secrets as they surreptitiously plotted to formtheir own conpany
to conpete directly with their former enployer. Both defendants
had signed confidentiality agreenents and while one of them had
al so signed a non-conpete agreenent, although its applicability
was di sputed. Based on the evidence of actual m sappropriation,
whi ch was Abol stered by . . . a high probability of » nevitable

di scl osure: of trade secretsf, the court enjoined the defendants
from | aunchi ng their conpany, or accepting enploynent with any

conpeting conpany, for a period of six nonths. Doubledick, 1997

WL 731413, at *5-6.

Wi |l e Doubl el ick appears to represent a high water

mark for the inevitable disclosure doctrine in New York, its
hol di ng rests heavily on evidence of the defendants: overt theft

of trade secrets and breaches of fiduciary duty. See Doubl ed i ck,

5 The Seventh Circuit also relied on an Illinois statute,

the Illinois Trade Secrets Act, which provides that a court may
enjoin the Aactual or threatened m sappropriationi of a trade
secret. See 765 ILCS 1065/3(a). New York has not enacted a
simlar statute.
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1997 WL 731413, at *7. Such m sconduct has | ong been recogni zed
as an appropriate ground for enjoining the disclosure of trade
secrets, irrespective of any contract between the parties. See,

e.g., ABKCO Music, Inc. v. Harrisongs Miusic, Ltd., 722 F.2d 988,

994 (2d Gr. 1983); Inflight Newspapers, Inc. v. Magazines I|n-

Flight, LLC, 990 F.Supp. 119, 137 (E.D.N.Y. 1997) (A[A]n

enpl oyee:s use of an enpl oyer:zs trade secrets or confidenti al
custoner information can be enjoined even in the absence of a
restrictive covenant when such conduct violates a fiduciary duty
owed by the fornmer enployee to his fornmer enployer.@) (quoting

Churchill Comm Corp. v. Denyanovich, 668 F.Supp. 207, 211

(S.D.N Y. 1987); Wbcraft Technologies, Inc. v. MCaw, 674

F. Supp. 1039, 1047-48 (S.D.N. Y. 1987); Byrne v. Barrett, 268 N.Y.

199, 206-07, 197 N. E. 217, 218-19 (1935); Advance Bi of actures

Corp. v. Geenberg, 103 A D.2d 834, 478 N. Y.S. 2d 344 (2d Dep:t

1984); Hecht Foods, Inc. v. Sherman, 43 A D.2d 850, 351 N.Y.S. 2d

711 (2d Depst 1974). However, in cases that do not involve the
actual theft of trade secrets, the court is essentially asked to
bi nd the enployee to an inplied-in-fact restrictive covenant
based on a finding of inevitable disclosure. This runs counter
to New York:=s strong public policy agai nst such agreenents and
circunvents the strict judicial scrutiny they have traditionally
requi red. Indeed, in post-enploynent disputes that do not

i nvol ve trade secrets or tortious conduct on the part of the
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enpl oyee, restrictive covenants may not be inplied. See Anerican

Federal G oup, Ltd. v. Rothenberg, 136 F.3d 897, 908-09 (2d Cr.

1998); Anmerican Broadcasting Conpanies v. Wl f, 52 N Y.2d 394,

406, 438 N Y.S.2d 482, 488 (1981).

Thus, in its purest form the inevitable disclosure
doctrine treads an exceedingly narrow path through judicially
di sfavored territory. Absent evidence of actual m sappropriation
by an enpl oyee, the doctrine should be applied in only the rarest
of cases. Factors to consider in weighing the appropriateness
of granting injunctive relief are whether: (1) the enployers in
guestion are direct conpetitors providing the sanme or very
simlar products or services; (2) the enployeess new position is
nearly identical to his old one, such that he coul d not
reasonably be expected to fulfill his new job responsibilities
without utilizing the trade secrets of his fornmer enployer; and
(3) the trade secrets at issue are highly valuable to both
enpl oyers. O her case-specific factors such as the nature of
the industry and trade secrets should be considered as well.

Wil e the inevitable disclosure doctrine may serve the
sal utary purpose of protecting a conpany=s investnent inits
trade secrets, its application is fraught with hazards. Anong
these risks is the inperceptible shift in bargaining power that
necessarily occurs upon the commencenent of an enpl oynent

relationship marked by the execution of a confidentiality
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agreenent. \en that relationship eventually ends, the parties:
confidentiality agreenent may be w elded as a restrictive
covenant, depending on how the enployer views the new job its
former enpl oyee has accepted. This can be a powerful weapon in
t he hands of an enployer; the risk of litigation alone may have
a chilling effect on the enployee. Such constraints should be

t he product of open negotiation.

Anot her drawback to the doctrine is that courts are
left without a frame of reference because there is no express
non- conpete agreenent to test for reasonabl eness. |Instead,
courts must grapple with a decidedly nore nebul ous standard of
Ainevitability.@ The absence of specific gui deposts staked-out
inawiting wll only spawn such litigation, especially as the
| nternet becones a primary nmedium for ideas and conmerce.
Clearly, a witten agreenment that contains a non-conpete cl ause
is the best way of pronoting predictability during the enpl oynent
rel ati onship and afterwards.

O course, that is precisely what Schlack got with
Eart hWeb. Section five of the parties: enploynent agreenent is a
Alimtedd restrictive covenant in which Schlack agrees not to
conpete with EarthWeb in three narrow categories of enploynent:
conpani es whose Aprimary business@ is providing I T professionals
with (1) Adirectory@ of third party technol ogy, (2) an Aonline

reference library@ or (3) an Aonline store.@ (Agreenment, Sec.
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5(c), Ackerman Cert. Ex. B) On the other hand, section four of
t he enpl oynent agreenent contains extrenely broad | anguage
concerni ng non-di scl osure of Aproprietary information.(
(Agreenent, Sec. 4(a), Ackerman Cert. Ex. B)

Schl ack viewed this distinction as critical and says he
woul d not have knowi ngly agreed to a post-enploynent restraint on
his ability to work in the field of IT journalismon the
Internet. (Schlack Aff. & 5) EarthWhb, however, appears to
gl oss over the distinctness of these provisions which it drafted.

Under the banner of inevitable disclosure doctrine, EarthWb
contends that Schlack shoul d be enjoined fromworking for any

| nternet conpany that targets IT professionals. Thus, at oral
argunment EarthWeb indicated that Schlack was free to work for an
Aor gani zation that appealed to consuners that were interested in
buyi ng technol ogy for thensel ves or people who are just plain
consuners as opposed to [ ] IT professionals, which would be in
the same area. (Tr. 56)

This Court declines to re-wite the parties: enpl oynent
agreenent under the rubric of inevitable disclosure and thereby
permt EarthWeb to broaden the sweep of its restrictive covenant.

As di scussed above, such retroactive alterations distort the
terms of the enploynent rel ationship and upset the bal ance which
courts have attenpted to achieve in construing non-conpete

agreenents.
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The Court finds further support for a strict
construction of the enploynent agreenent based on its rather
onerous ternms. The agreenent provided that Schl ackss enpl oynent
was at-will. Wile it contained a restrictive covenant, it nade
no provision for the paynent of severance to Schlack in the event
that EarthWeb term nated his enploynent. Mbreover, EarthWb
purported to Areserve[ ] the right to nodify the terns of this
Agreenment on a quarterly basis, subject to notice and
acknow edgnent by the Enpl oyee of such nodifications.{
(Agreenent, Sec. 13, CGollan Aff. Ex. B) Read collectively, the
effect of these provisions is to indenture the enployee to
Eart hWeb.® This Court will not allow EarthWb to expand the
agreenent:s confidentiality provision so that it potentially has
that result. Nor can EarthWb nmake an end-run around the
agreenent by asserting the doctrine of inevitable disclosure as
an i ndependent basis for relief.

Accordingly, EarthWb=s entitlenent to a prelimnary
i njunction enjoining Schlack=s future enploynment nust be found to
rest, if at all, on the restrictive covenant it drafted, and not

on a confidentiality provision conflated with the theory of

6 On Septenber 24, 1999, EarthWb sought to suppl enent
t he non-conpete provision by offering Schlack the Aopportunityd
to work as a consultant fromhis hone in Massachusetts witing
nmont hly colums and representing EarthWb at public functions in
return for continued paynent of his present salary for one year.
(Gollan Aff. & 26)
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i nevitable disclosure. Wth this framework in mnd, the Court
turns to the specific terns of the enpl oynent agreenent at issue

here.

C. The Non- Conpete Provision

By its ternms, EarthWb:s non-conpete provision only
restricts Schlack fromworking for a conpany that is: A(i) an
on-line service for Information Professionals whose primary
business is to provide Information Technol ogy Professionals with
a directory of third party technol ogy, software, and/or devel oper
resources; and/or an online reference library, and or (ii) an on-
line store, the primary purpose of which is to sell or distribute
third party software or products used for Internet site or
software devel opnent[.]0 EarthWb argues that | Tworld.comw |
provi de each of these services based on its interpretation of the
Am ssi on@ menorandum and its review of the four | DG websites
whi ch Schl ack is being hired to integrate. (Pl.:s Mem at 9-10;
Gol lan Aff. && 23-24)

Schl ack responds that | Tworl d.coms primary business
wi |l not involve any of these activities. Through Reinstein:=s
affidavit, Schlack argues that | Tworld.coms primary focus wll
be to publish news, analysis and product infornmation that is
generated daily by its owm editorial staff. (Reinstein Aff.

& 20) Reinstein explains that | Tworld.commay, for exanple,

of fer sone formof Adirectory of devel oper resources@, but he
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states that this directory Awill constitute not nore than 2% of

| Twor |l d. coms offerings and revenues when we go online.(
(Reinstein Aff. & 18(3)). Since EarthWb:=s restrictive covenant
only proscribes Schlack fromworking for conpani es whose Aprimary
businessi falls within a specified category, Schlack argues that
such de mnims aspects of |Tworld.coms content do not fal

wi thin the scope of the provision.

This Court agrees. EarthWb has no probative basis for
refuting Reinsteinss description of what | Tworld.comintends to
do. ol lan=s concl usi ons about what he expects from | Tworl d. com
are specul ati ve and, as discussed above, the Court finds the
Am ssi on@ menmorandumto be of little utility. So too, the Court
attaches only mnimal weight to Reinsteins Septenber 2, 1999 e-
mail to Schlack referring to their nmeeting as one between
Apotential conmpetitors.@ (Gollan Reply Aff. Ex. C That
apparently glib remark cannot be fairly understood as referring
to the terns of Schlack=s enpl oynent agreenent. Moreover
Eart hweb and | Tworl d. com are conpetitors in that their products,
while different, are delivered via the Internet and targeted for
the I'T market. EarthWhb:s argunent that | Tworld.coms Aprimary
busi nessf@ coul d change in the next few nonths before the website
is launched only serves to highlight a fundanental weakness in
Eart hWeb=s position: as the noving party, EarthWb bears the

heavy burden of denonstrating that it is entitled to prelimnary
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injunctive relief now

Even if the terns of EarthWb:s restrictive covenant
reached Schl ack=s prospective enploynent at | Tworld.com EarthWb
woul d still have to establish that the restraint is reasonable
and necessary to protect its legitimte interests. In New York,
non- conpete covenants wll be enforced only if reasonably limted
in scope and duration, and only Ato the extent necessary (1) to
prevent an enpl oyeezs solicitation or disclosure of trade
secrets, (2) to prevent an enpl oyee:s rel ease of confidentia
i nformation regardi ng the enployer:zs custoners, or (3) in those
cases where the enpl oyeess services to the enpl oyer are deened

special or unique.@ Ticor Title Ins. Co. v. Cohen, 173 F.3d 63,

70 (2d Cir. 1999); accord BDO Seidman v. Hirshberg, 93 N Y. 2d

382, 388-89, 690 N.Y.S.2d 854, 856-57 (1999); Reed, Roberts

Assoc., Inc. v. Strauman, 40 N.Y.2d 303, 307, 386 N.Y.S.2d 677,

679 (1976); Business Networks of New York, Inc. v. Conplete

Network Solutions Inc., = A D2d __ , 1999 W 817926, at *1

(1st Dept Oct. 12, 1999).

The policy underlying this strict approach rests on
noti ons of enployee nobility and free enterprise. A Qnce the
term of an enpl oynent agreenent has expired, the general public
policy favoring robust and uninhi bited conpetition should not
give way nerely because a particul ar enpl oyer wishes to insulate

hi msel f from conpetition.@ American Broadcasting, 52 N Y.2d at
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404, 438 N.Y.S.2d at 487. Alnportant, too, are the >powerful
consi derations of public policy which mlitate agai nst
sanctioning the loss of a man=s livelihood.@ 1d. (quoting

Pur chasi ng Associates, Inc. v. Witz, 13 N Y.2d 267, 272, 246

N. Y. S.2d 600, 604 (1963)). On the other hand, Athe enployer is
entitled to protection fromunfair or illegal conduct that causes

economc injury.@ Anmerican Broadcasting, 52 N Y.2d at 404; 438

N.Y.S.2d at 487; see al so Reed, Roberts Assoc., 40 N Y.2d at 308,

386 N Y.S.2d at 680; G eenwich MIls Co. v. Barrie House Coffee

Co., 91 A D.2d 398, 400, 459 N.V.S.2d 454, 456 (2d Dept 1983).

Appl yi ng these principles here, EarthWb:s restrictive
covenant would fail to pass nuster even if Schlack:s position at
| Tworld.comfell within the provisions relatively narrow

par aneters.

1. Dur ati on
As a threshold matter, this Court finds that the one-
year duration of EarthWb:s restrictive covenant is too |ong
given the dynam c nature of this industry, its |lack of
geogr aphi cal borders, and Schl ack=s forner cutting-edge position
with EarthWeb where his success depended on keepi ng abreast of
daily changes in content on the Internet. By conparison, the

court in Doubledick enjoined the defendants for only a six-nonth

period. The DoubleCick court observed that A[g]iven the speed

with which the Internet advertising industry apparently changes,
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def endant s: knowl edge of Doubl eClick:=s operation will likely |ose
val ue to such a degree that the purpose of a prelimnary
injunction wll have evaporated before the year is up.@

Doubl ed i ck, 1999 W. 731413, at *8. Simlar consi derations

predom nate here, making a one-year restrictive covenant
unreasonably long. Wiile courts may Ablue pencil @ such
provi sions to make them shorter and hence enforceable, see

Kar pi nski v. Ingrasci, 28 N Y.2d 45, 51-52, 320 N.Y.S.2d 1, 6-7

(1971), this Court would decline to exercise its discretion to do
so in this case because, as discussed above, the enpl oynent

agreenent as a whol e overreaches. See generally Wbcraft, 674

F. Supp. at 1047.

2. Uni que and Extraordi nary Services

Contrary to EarthWb:s contention, Schlack:=s services
are not Auni que and extraordinary.@ Such characteristics have
traditionally been associated with Avari ous categories of
enpl oynent where the services are dependent on an enpl oyee:s
special talents; such categories include nusicians, professional
athletes, actors and the like.@ Ticor, 173 F.3d at 70; accord

Bradford v. New York Tinmes Conpany, 501 F.2d 51 (2d G r. 1974)

(second- hi ghest ranki ng executive of the newspaper in charge of
al | business operations and reporting directly to the publisher);

Mal t by v. Harl ow Meyer Savage, Inc., 166 M sc.2d 481, 633

33



N.Y.S. 2d 926 (Sup. &. NY. Co. 1995), aff:d, 223 A D.2d 516, 637

N.Y.S. 2d 110 (1st Dept), |leave to appeal dism ssed, 88 N.Y.2d

874, 645 N.Y.S.2d 448 (1996). However, in order to justify a
enforcenent of a restrictive covenant,

[More must ... be shown to establish
such a quality than that the enpl oyee
excels at his work or that his
performance is of high value to his
enployer. It nust also appear that his
services are of such character as to
make his replacenent inpossible or that
the | oss of such services would cause

t he enpl oyer irreparable injury.

Anerican Institute of Chem cal Engineers v. Reber-Friel Co., 682

F.2d 382, 390n.9 (2d Cr. 1982) (quoting Purchasing Associ ates,

13 N Y.2d at 274, 246 N Y.S. 2d at 605); see also International

Paper, 966 F. Supp. at 259. EarthWb has not shown that the
nature of Schl ack:s services are unique or that he cultivated the
type of special client relationships that the Second Circuit

found worthy of protection in Ticor.

3. Trade Secrets

Under New York law, a trade secret is defined as Aany
formula, pattern, device or conpilation of information which is
used in oness business, and which gives [the ower] an
opportunity to obtain an advantage over conpetitors who do not
know or use it.@ Haber, 188 F.3d at 44 (quoting Restatenent of

Torts, " 757 cnt. b (1939)); see also Softel, Inc. v. Dragon

Medi cal and Scientific Communi cations, Inc., 118 F.3d 955, 968
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(2d Cr. 1997), cert. denied, = US __ , 118 S.C. 1300

(1998); Ashland Managenent Inc. v. Janien, 82 N Y.2d 395, 407,

604 N.Y.S.2d 912, 917-18 (1993) (quoting the Restatenent
definition).

New York courts consider the following factors in
determ ni ng whether information constitutes a trade secret: A(1)
the extent to which the information is known outside of the
busi ness; (2) the extent to which it is known by enpl oyees and
others involved in the business; (3) the extent of neasures taken
by the business to guard the secrecy of the information; (4) the
value of the information to the business and its conpetitors; (5)
t he anount of effort or noney expended by the business in
devel oping the information; [and] (6) the ease or difficulty with
whi ch the information could be properly acquired or duplicated by

others. @ Ashl and Managenent, 82 N.Y.2d at 407, 604 N.Y.S. 2d at

918 (quoting Restatenent of Torts * 757 cmt. b); accord North

Atlantic, 188 F.3d at 44. The nost inportant consideration is

whet her the information was kept secret. See Lehman v. Dow Jones

& Co., 738 F.2d 285, 298 (2d Cr. 1986). This requires that the

owner of a trade secret take reasonable neasures to protect its

secrecy.
O the four broad categories of trade secrets alleged

by EarthWeb -- strategic content planning, |icensing agreenents

and acqui sitions, advertising and technical know edge -- only
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information falling within the first category is arguably
entitled to trade secret protection in this case.

Wth respect to strategic content planning, EarthWb
contends that Schlack is intimately famliar with the Astrategic
t hi nki ng@ behi nd the conpany:-s websites and its overall business
plan. To that end, EarthWb has subm tted internal docunents in
support of its notion that show Schl ack:s editorial involvenent
in decisions relating to content. (CGollan Reply Aff., Ex. A pp
878, 953-57, 958-61, 1089, 1092-97) Wiile sone of the websites
on whi ch Schl ack worked have al ready been | aunched, others have
not. (Gollan Reply Aff. Ex. A pp. 825-27, 837-44, 872-75, 884-
88, 891-95) Nonetheless, in either case EarthWb argues that
Schlack is aware of Athe specific target audi ences to which each
website is directed, why certain content is grouped or aggregated
in the manner it is in order to attract and retain the intended
audi ence, and the gaps or holes in the content at each website,
and EarthWeb=s plans for inproving the sites . . . .0 (Gollan
Reply Aff. & 6)

In sone contexts, courts have found that particul arized
mar keti ng plans, costing and price information may constitute

trade secrets. See e.g., Pepsico, 54 F.3d at 1269-70; Lunex, 919

F. Supp. 629-30. EarthWb has established, at |east at this stage

in the proceedi ngs, that Schlack had access to such information.
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In some respects, however, EarthWb:=s proof on this issue is
weak. For exanple, unlike the executives in Pepsico and Lunex,
Schl ack did not routinely communi cate with EarthWb:s upper

managenent. Conpare Lunmex, 919 F. Supp. at 630 (enpl oyee Awas

privy to discussions involving future Cybex markets, products on
the drawi ng board and new prototypes, was a nenber of the elite
strategic planning conmttee together with the top personnel of
Cybex and attended high | evel neetings in which future
restructuring of Cybex was discussed, together with detailed
financial information, including costs and Lunex profit

mar gi ns. ) .

In addition, a serious question remains as to whether
the Astrategi c thinking@l behind Eart hWeb=s websites is necessarily
reveal ed when those websites are | aunched on the Internet, and
therefore not entitled to trade secret protection. See Hudson

Hotels Corp. v. Choice Hotels Intern., 995 F.2d 1173, 1177 (2d

Cir. 1993) (once a new product is introduced, it can no |onger be
used secretly and continuously in business, and therefore cannot

constitute a protectible trade secret); Boyle v. Stephens, Inc.,

1997 WL 529006, *4-5 (S.D.N. Y. Aug. 26, 1997) (97 Gv.1351
(SAS)) (new product concept for allocating risk anong investors
in mutual fund did not constitute trade secret);

Eagle Contronics, Inc. v. Pico, Inc., 89 A D. 2d 803, 453 N Y. S. 2d

470, 472 (4th Depst 1982) (trap and filter device used in the
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cable television industry is not a trade secret because, inter

alia, any secrecy in its design Awas | ost when it was placed upon

the market(), appeal denied, 58 N Y.2d 601, 458 N.Y.S.2d 1025

(1982). Finally, even if Schlack knows where the Agaps or hol esf
remain in particular websites (Gollan Aff. & 6), EarthWb has
not cited any case |law for the proposition that a product:s
percei ved deficiencies are trade secrets.

Wth respect to licensing agreenents and acqui sitions,
EarthWeb simlarly fails to make out a conpelling case. Schl ack
clains that the existence and terns of |icensing agreenents are
generally not secret. Further, Schlack=s know edge of such
matters is limted to his recollection; EarthWb does not allege
that he has m sappropriated copies of any contracts or client
lists. Both factors weigh heavily agai nst EarthWb:s argunent
that its licensing activities are trade secrets. See, e.g.,

Reed, Roberts Assocs., 40 N Y.2d at 308, 386 N.Y.S.2d at 680

(where former enpl oyer:s past or prospective custonmer nanmes can
be readily ascertained fromsources outside its business, Atrade

secret protection will not attach@); Briskin v. Al Seasons

Services, Inc., 206 A D.2d 906, 615 N. Y.S. 2d 166, 167 (4th Dep:-t

1994) (identity of potential custoners were readily available and
price structures varied dependi ng on needs and preferences of

custoner); Arnold K Davis & Co., Inc. v. Ludemann, 160 A D.2d

614, 616, 559 N. Y.S. 2d 240 (1st Dep:t 1990) (denying injunctive
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relief where forner enployee was able to contact enpl oyer:s
custoners based on his recollection and not a m sappropri ated
list). Finally, although Schlack may have sone know edge of

Eart hWeb=s future acquisition plans, such information, while
confidential, is generally not considered a trade secret. See
Lehman, 783 F.2d at 297-98 (information regarding availability of
a certain conpany for nerger, and the attractiveness of such an
endeavor, was not a Aprocess or device for continuous use in the
operation of a business,(@ but rather Ainformation as to single or
epheneral events( that does not qualify as a trade secret under

the Restatenent definition); Emec, Inc. v. Condor Technol ogy

Sol utions, Inc., 1998 W 834097, at *8 (E.D.Pa. Nov 30, 1998)

(AThe identities of two conpanies as possible acquisition targets
is not the type of information neant to be protected as a trade
secret. ().

Turning to the last tw categories of alleged trade
secrets, advertising and technical know edge, the Court finds
little in the record that could rise to the status of a trade
secret. Schlack:s involvenent with advertising at EarthWb was
tangential, and it is well established that Aan enpl oyee:s
recol lection of information pertaining to specific needs and
busi ness habits of particular custonmers is not confidential.(

Walter Karl, Inc. v. Wod, 137 A.D.2d 22, 28, 528 N. Y.S.2d 94, 98

(2d Dep:t 1988); see also Ilvy Mar Co., Inc. v. C. R Seasons Ltd.
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907 F. Supp. 547, 558 (E.D.N Y. 1995); Catal ogue Serv. of

Westchester, Inc. v. Henry, 107 A . D.2d 783, 784, 484 N Y.S. 2d

615, 616 (2d Dept 1985).

Wth respect to technical matters, the Court doubts
t hat Schl ack:s generalized | evel of input permtted hi maccess
to the type of information traditionally afforded trade secret
protection. (CGollan Reply Aff., Ex. A pp. 418-19, 425-27, 505-
16, 681-84, 828-44, 845-50, 851-55, 856-57, 905, 993-1003, 1004-

1034, 1051-52, 1053-54) Here, as in Inflight Newspapers, the

Court draws a distinction between pursuing Aa general concept ual
goal [by] incorporating specific needs and wants in the form of
instructions for a programer@ and the nuts and bolts of actually
desi gning the software and hardware architecture. |Inflight
Newspapers, 990 F. Supp. at 130. Schl ack appears to have done
only the fornmer, and thus contrary to EarthWb:s assertion, this

case is distinguishable fromlIntegrated Cash Mgnt. Servs. Inc. v.

Digital Transactions, Inc., 732 F. Supp. 370, 375-76 (S.D.N.Y.

1989), aff:d, 920 F.2d 171 (2d Cr. 1990), where the forner

enpl oyees actively participated in witing the conputer prograns
at issue. Qoviously, Schlack need not have been a programmer to
have been exposed to technol ogy constituting a trade secret, but
it does not appear that his editorial responsibilities placed him
in the requisite proximty. Further, while Schl ackss experience

at EarthWeb in addressing costly, devel opnental problenms my

40



prove useful in his position at | Tworld.com or el sewhere, Aan
enpl oyee may not be restrained fromusing the general techniques

| earned during his [fornmer] enploynent.@ Advance Bi of actures

Corp. v. Geenberg, 103 A D.2d 834, 836, 478 N. Y.S.2d 344, 346

(2d Dep:t 1984); see also Cataphote Corp. v. Hudson, 444 F.2d

1313, 1316-17 (5th Gir. 1971).

3. The Ri sk O Disclosure

To the limted extent that EarthWb has shown that
Schl ack is aware of information that could be afforded trade
secret protection, EarthWb has not established an i nm nent and
i nevitable risk of disclosure warranting prelimnary relief.
| Tworl d.coms ability to generate the bulk of its content in-
house sets it apart from EarthWb in inportant ways, even though
both conpanies will target the IT market. For exanple, Schlack
woul d conprom se his independence as an editor at | Tworld.comif
he invol ved hinself in the advertising aspects of that entity.
(Schl ack Aff. & 13) Moreover, |Tworld.com has indicated that
Schl ack=s position will sinply not involve matters involving
i censing, subscription pricing or acquisitions. (Reinstein Aff.
&& 43, 45-47)

Based on these facts, the Court finds no innmnent risk
that Schlack will disclose or use EarthWb:s trade secrets in
connection wth his enploynent at | Tworld.com Consequently,
Eart hWeb has failed to denonstrate a |ikelihood of irreparable
injury entitling it to judicial enforcenent of the restrictive

covenant, even if that covenant were applicable by its terns and
ot herwi se reasonable in duration. The Court further finds that
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enforcement of this provision would work a significant hardship
on Schl ack. When neasured against the IT industry in the

| nternet environnment, a one-year hiatus fromthe workforce is
several generations, if not an eternity. Cearly, the bal ance of
hardshi ps tips decidedly in favor of the defendant.

D. The Non-Di scl osure Provi si on

Havi ng found that EarthWb cannot establish irreparable
harm based on the possible disclosure of trade secrets, this
Court is unable to conclude that a simlar risk loons with
respect to the disclosure of confidential information as that
termis defined in the enploynent agreenent. This branch of

Eart hWweb=s application wll have to abide pretrial discovery.

E. The Sealing O der

Both parties have noved separately to seal certain
portions of the papers submtted in connection with EarthWb:s
nmotion for prelimnary relief. Having reviewed the materials in

question and considered, inter alia, the factors suggested by

Bergen Brunswig Corp. v. lvax Corp., 1998 W. 113976 (S.D.N. Y.

Mar. 12, 1998) (97 Gv. 2003 (PKL)), both notions are granted.

As to the four-page nenorandumtitled AQur M ssion and the
Qpportunity@d, that entire docunent shall be filed under seal, and
all excerpts fromit appearing in the parties: respective notion
papers shall be redacted to the extent such excerpts contain

Aconfidential § informati on as defined in paragraph 8 of the
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Cctober 8, 1999 affidavit of WIIliam Rei nstein.

F. Concl usi on

For all these reasons, plaintiff:s notion for a
prelimnary injunction is denied, and the tenporary restraining
order entered by this Court on Septenber 28, 1999 and thereafter
extended on Cctober 12, 1999 is dissolved. In addition, the

parties: respective applications to seal portions of the record

on plaintiff=s nmotion for a prelimnary injunction are granted
as set forth above.
Dat ed: Cct ober 27, 1999

New Yor k, New York

SO ORDERED

WLLI AM H PAULEY |11
U S. D J.

Copies mail ed to:
Nat hani el H Akerman, Esq.

Andrew B. Lachow, Esg.
Seyfarth, Shaw, Fairweather & Ceral dson
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1270 Avenue of the Americas B Suite 2500
New Yor k, New York 10020-1801
Attorneys for Plaintiff

Cat heri ne E. Reuben, Esg.

M chael B. Gol den, Esg.
Shawn P. Landau, Esq.

Robi nson & Col e, LLP

780 Third Avenue, 4th Fl oor
New Yor k, New York 10017
Attorneys for Defendant
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